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L INTRODUCTION AND SUMMARY

In accordance with the schedule set forth in the Commission’s Order Approving The
HECO Companies’ Proposed Procedural Order, As Modified, dated January 20, 2009, Sempra
Generation hereby provides its Opening Statement of Position on the Joint Proposal on Feed-In
Tariffs of the HECO Companies and the Consumer Advocate filed on December 23, 2008 and
the draft Feed-In Tariff (FiT) Sheets circulated to the parties by the HECO Companies on
January 15, 2009. The joint proposal and draft tariff sheets are referred to hereafter as the
“HECO/CA” proposal. Sempra Generation also responds herein, to a limited extent, to the
alternative proposal that many of the intervening parties, led by the Blue Planet Foundation, are
submitting today for the Commission’s consideration. Sempra Generation refers to this proposal
hereafter as the “Blue Planet” proposal, while recognizing that the proposal is actually the

product of many parties in addition to the Blue Planet Foundation.




In general, Sempra Generation believes that FiTs can be valuable tools for the addition of
small-scale distributed resources that add value to the grid but cannot economically compete in a
utility company’s competitive solicitations because the scale of the project does not justify the
transaction costs associated with participation in a competitive solicitation. The initial tariff set
forth by the HECO Companies and the Consuﬁ]er Advocate is a reasonable start in many
respects, although Sempra Generation believes that the draft does not go far enough to atlow for
the interconnection of renewable generation resources, particularly for biomass and other
dispatchable generation resources that, unlike intermittent resources, could displace fossil fuel
generation and can help the utility better integrate intermittent wind and solar resources into its
portfolio.

The Blue Planet proposal addresses this and other shortcomings in the HECO/CA
proposal, but many of the provisions in Blue Planet proposal (for example, the pricing terms)
appear to lack evidentiary support at this point in the proceeding. Some of the differences
between the HECO/CA proposal and the Blue Planet proposal also highlight the tension between
developer interests and ratepayer interests — tensions that the Commission will need to balance
and resolve in its final order.

Sempra Generation remains primarily concerned that the parties and the Commission not
adopt a FiT that will have the effect of undermining competitive procurement of generation by
the HECO Companies. Competition is the best tool for disciplining prices and ensuring that
ratepayers reap the benefits of securing the lowest possible price and the best possible terms for
purchased power. Only those projects that are too smail to be expected to participate in a
competitive solicitation should be eligible for a FiT — unduly relaxing the requirements for

competitive bidding can only serve to disadvantage ratepayers in the long run.




IL STATEMENT OF POSITION
The HECO/CA proposal states that it is predicated on four principles, namely it is
targeted toward projects that (in HECO’s judgment) (1) Do not require complex environmental
and land use permitting which may impose significant uncertainties in project development
timeframes and costs, (2) Do not typically, by virtue of their operating characteristics and size
relative to the utility system, require extensive and lengthy interconnection studies or the need
for significant interconnection requirements, (3) Utilize technologies for which complex
financial accounting issues relative to utility power purchase contracts have already been
addressed, and (4) Have already been, or are currently in the process of being, implemented in
Hawaii in commercial (non-R&D) application. Sempra Generation is unclear as to why, in the
case of principle (1), HECO believes it is in a better position than the project developer to assess
the difficulty, costs and timeframes for project development and whether the project will be
economically viable under FiT pricing given those constraints. The very nature of a FiT makes
project viability primarily the concern of the renewable developer, because under the structure of
a FiT the generator is only able to get the tariff price if it actually produces electricity. Since
generators will generally continue to be responsible for the costs of interconnection to the HECO
Companies” grids, they will be at risk for costs associated with interconnecting projects that, in
the end, are not economically viable under FiT pricing for whatever reason. Because HECO has
proposed both locational and aggregate caps on the amount of generation eligible for a FiT
contract, Sempra Generation believes it should be left to the developer to complete the
permitting, land use and other activitics necessary to bring the project to completion in a timely
and cost-effective manner if it wishes to participate in the FiT program.
"Given the experience of Sempra Generation in California and the significant rate of

project failure in renewables procurement, Sempra Generation would encourage HECO to focus




on operational issues and the ability of the transmission and distribution systems to
accommodate the high level of renewables penetration envisioned in Hawaii state policy, rather
than trying to unduly influence which renewable technologies are successfully participate in a
FiT program.' To that extent, the initial ineligibility of technologies such as biomass to
participate in the FiT seems misplaced. Unlike wind and solar power, biomass is not an
intermittent resource, but is capable of performing as an intermediate, dispatchable resource that
can provide ancillary services, effectively displacing fossil-fueled generation without imposing
risks to system reliability. Also. biomass has the potentially to provide significant economic
benefits to the local economy. Biomass aﬁd biogas fueled projects may provide increased
revenue to local farmers and others involved in agriculture as their crops or agricultural waste
may have some economic value as fuel. Despite the valuable contributions that biomass
generation could make, the HECO/CA proposal does not allow for biomass resources to
participate until the first update to the FiT program, as long as two years after the program is
launched. Sempra Generation believes that biomass should be given a higher priority and
permitted to participate from the beginning of the program, and thus supports the Blue Planet
proposal in that regard.

While the Blue Planet proposal is much more ambitious than the HECO/CA proposal in
terms of the size of potential projects, the FiT pricing and other issues, the proﬁsions it offers
need to be analyzed in light of the HECO system. Sempra Generat.i()n believes that, aside from
being appropriate for projects too small to compete in utility competitive solicitations, FiTs are

appropriate only for projects that are not so large as to adversely impact utility planning,

Sempra Generation has a proven track record of project success. Sempra Generation has the technical and
engineering expertise, the experience designing, building and operating complex energy projects and the financial
resources to bring our development projects to a successful conclusion. Sempra Generation notes that our 10
MW Solar PV system currently under contract for delivery of energy to Pacific Gas and Electric Company is
operational and currently delivering energy. Development continues with respect to our 250 MW wind energy
project under contract to Southern California Edison Company.
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operations, and/or reliability, considering the size of the electric utility, based on peak load, or
planning reserve margin. There has been no such analysis as yet to support the provisions of the
Blue Planet proposal. Because there has been no such analysis, Sempra Generation does not yet
have a position on the size limits, prices and other terms of the Blue Planet proposal. Again, it
will be up to the Commission to set prices and terms that are fair both to the developer and to
ratepayers.
Finally, the Blue Planet proposal provides that:

Any certificate, credit, allowance, green tag, or other transferable

indicia or environmental attribute, verifying the generation of a

particular quantity of energy from a Renewable Energy Source,

indicating the generation of a specific quantity of Renewable

Energy by a Renewable Energy Generating Facility, or indicating a

Renewable Energy Generator’s ownership of any environmental

attribute associated with such generation, is the property of the

Renewable Energy Generator and freely assignable by the
Renewable Energy Generator.

Sempra Generation believes that this issue merits consideration by the Commission and,
whatever policy the Commission decides to adopt, that policy should be compensatory to the
developer. In other words, if the Commission determines that the renewable “attributes” belong
to the utility as purchaser, it should also ensure that the pricing under the FiT reflects true value
for those attributes.

Respectfully submitted,

Hodn. C QA

Theodore E. Roberts

Sempra Generation

101 Ash Street, HQ 12

San Diego, CA 92101-3017
Telephone: (619) 699-5111
Facsimile: (619) 699-5027
E-mail: troberts @sempra.com
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CERTIFICATE OF SERVICE

The foregoing SEMPRA GENERATION OPENING STATEMENT OF POSITION

ON THE DRAFT FEED-IN TARIFF PROPOSAL SUBMITTED BY THE HECO

COMPANIES AND THE CONSUMER ADVOCATE was served on the date of filing by

electronic mail to those parties who provided e-mail addresses, and by U.S. mail, postage

prepaid, and properly addressed to the following parties:

Catherine P. Awakuni

Executive Director

Dept. of Commerce & Consumer Affairs
Division of Consumer Advocacy

P.O. Box 541

Honolulu, HI 96809

Jay Ignacio

President

Hawaii Electric Light Company, Inc.
P.O. Box 1027

Hilo, HI 96721-1027

Mark J. Bennett, Esq.

Deborah Day Emerson, Esq.

Gregg J. Kinkley, Esq.

Department of the Attorney General
425 Queen Street

Honolulu, HI 96813

Counsel for DBEDT

Lincoln S.T. Ashida, Esq.

William V. Brilhante, Jr., Esq.

Michaet J. Udovic

Department of the Corporation Counsel
County of Hawaii

101 Aupuni Street, Suite 325

Hilo, HI 96720

Counsel for the County of Hawaii

Dean Matsuura

Manager

Regulatory Affairs

Hawaiian Electric Company, Inc.
P.C. Box 2750

Honolulu, HI 96840-0001

Edward L. Reinhardt
President

‘Maui Electric Company, Ltd.

P.O. Box 398
Kahului, HI 96732

Carrie K.S. Okinaga, Esq.

Gordon D. Nelson, Esq.

Department of the Corporation Counsel
City and County of Honolulu

530 S. King Street, Room 110
Honolutu, HI 96813

Counsel for the City and County of Honolulu

Douglas A. Codiga, Esq.

Schlack Ito Lockwood Piper & Elkind
Topa Financial Center

7435 Fort Street, Suite 1500

Honolulu, HI 96813

Counsel for Blue Planet Foundation




Carl Freedman

Haiku Design & Analysis
4234 Hana Hwy.

Haiku, HI 96708

Henry Q. Curtis

Kat Brady

Life of the Land

76 North King Street, Suite 203
Honolulu, HI 96817

Riley Saito

The Solar Alliance
73-1294 Awakea Street
Kailua-Kona, HI 96740

Theodore E. Roberts
Sempra Generation

101 Ash Street, HQI12

San Diego, CA 92101-3017

Erik W. Kvam

Chief Executive Officer

Zero Emissions [easing LLC
2800 Woodlawn Drive, Suite 131
Honolulu, HI 96822

Gerald A. Sumida, Esq.
Tim Lui-Kwan, Esq.
Nathan C. Nelson, Esq.
Carlsmith Ball LLP
ASB Tower, Suite 2200
1001 Bishop Street
Honolulu, HI 96813

Counsel for Hawaii Holdings, LLC,
dba First Wind Hawaii

Warren S. Bollmeier 11

President

Hawati Renewable Energy Reliance
46-040 Konane Place, #3816
Kaneohe, HI 96744

Mark Duda

President

Hawaii Solar Energy Association
P.O. Box 37070

Honolulu, HI 96837

Joel K. Matsunaga

Hawaii Bioenergy, LLC

737 Bishop Street, Suite 1860

Pacific Guardian Center, Mauka Tower
Honolulu, HI 96813

Clifford Smith

Maui Land & Pineapple Company, Inc.
P.O. Box 187

Kahului, HI 96733-6687

John N. Rei
Sopogy Inc.

2660 Waiwai Loop
Honolulu, HI 96819

Sandra-Ann Y.H. Wong

Attorney At Law, A Law Corporation
1050 Bishop Street, #514

Honolulu, HI 96813

Counsel for Alexander & Baldwin, Inc.
through its division, Hawaiian
Commercial & Sugar Company




Harlan Y. Kimura, Esq. Chris Mentzel

Central Pacific Plaza Chief Executive Officer
220 South King Street, Suite 1660 Clean Energy Maui LLC
Honolutu, Hawatii 96813 619 Kupulau Drive

Kihei, HI 96753
Counsel for Tawhiri Power LLC

Dated at San Diego, California, this 250 day of January, 2009.

Joel Dellosa
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RE: Docket No. 2008-0273

Dear Docket Office:

Theodore E. Roberts
Attorney

101 Ash Street
San Diego, CA 92101

Tel: 619-699-5111
Fax: 619-699-5027
troberts@sempra.com
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Enclosed please find an original and eight (8) copies of the SEMPRA GENERATION
OPENING STATEMENT OF POSITION ON THE DRAFT FEED-IN TARIFF
PROPOSAL SUBMITTED BY THE HECO COMPANIES AND THE CONSUMER
ADVOCATE AND CERTIFICATE OF SERVICE. This is being delivered via Federal

Express priority overnight mail.

Please return one conformed copy in the enclosed self-addressed, postage paid envelope.
If you have any questions or concerns regarding this submission, please contact the undersigned

at (619) 699-5111 or via E-mail at troberts@sempra.com.

Sincerely,

adon € (A

Theodore E. Roberts
Attorney for Sempra Broadband

Encl.



